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TRADING NAME OF LICENSEE: ATLANTIC CITY SHOWBOAT, INC. 

BALANCE SHEETS 
AS OF SEPTEMBER 30,2004 AND 2003 

(UNAUDITED) 
($ IN THOUSANDS) 

.............................................................. and Cash Equivalents 
..................................................................... -Term Investments 

cervables and Patrons' Checks (Net of Allowance for 
............................. oubtful Accounts - 2004, $2,050 ; 2003, $3,821 

.......................................................................................... 
......................................... repaid Expenses and Other Current Assets NOTE 

...................................................................... Total Current Assets 

....................................... vestments, Advances, and Receivables NOTES 5 & 1 
........................................................................... perty and Equipment - Gross 

ess: Accumulated Depreciation and Amortization ............................... 
................................................ Property and Equipment - Net NOTE 6 

........................................................................ Other Assets ............. .. 

................................................................................................... 

LIABILITIES AND EQUITY 

Long-Term Debt: 
.................................................................................. Due to Affiliates NOTE 8 

........................................................................................................ Other 
.................................................................................... 
............................................................................ N O T E  9 

............. .............. ...............................NOTE 12 

The accompanying notes are an integral part of the financial statements. 
Valid comparisons cannor be made without using information contained in the Notes 



TRADING NAME OF LICENSEE: ATLANTIC CITY SHOWBOAT, TNC. 
I ,  ' I 

STATEMENTS OF INCOME 

FOR THE NINE MONTHS E%DED SEPTEMBER 30,2004 AND 2003 
@ .  

(UNAUDITED) 
($ IN THOUSANDS) 

......................................................................................................... asmo 
....................................................................................................... Rooms.. 

Food and Beverage ...................................................................................... 
Other .............................................. ................ ......................................... 

......................................................................................... Total Revenue.. 
.................................................................. Less: Promotional Allowances.. 

............................................................. Net Revenue.. 

Costs and Expenses: 
....................................................................... Cost of Goods and Services.. 

........................................................... Selling, General, and Administrative 
............................................................... Provision for Doubtful Accounts.. 

......................................................................... Total Costs and Expenses 
,',' , 

.................................................................................. Gross Operating Profit.. 

.................................................................. Depreciation and Amortization.. 
Charges from M i i a t e s  Other than Interest: 

.............................................................. Management Fees. 
...................................................................... Other NOTE 3 

....................................................................... Income (Loss) from Operations 

ther Income (Expenses): 
.................................. Interest (Expense) - Affiiates NOTE 8 

Interest (Expense) - External.. ..................................................................... 
............... Investment Alternative Tax and Related Income (Expense) - Net. 

................... Nonoperating Income (Expense) - Net NOTE 1 1 
................................................................ Total Other Income (Expenses). 

......................... come (Loss) Before Income Taxes and Extraordinary Items 
........................................ Provision (Credit) for Income Taxes 

...................................................... come (Loss) Before Extraordinary Items 
Extraordinary Items (Net of Income Taxes - 

.............................. ) 

The accompanying notes are an integral part of the financial statements. 
Valid comparisons cannot be made without using information contained in the Notes. 

CCC-'I 0 



TRADING NAME OF LICENSEE: ATLANTIC CITY SHOWBOAT, INC. 

STATEMENTS OF INCOME 

FOR THE THREE MONTHS ENDED SEPTEMBER 30,2004 AND 2003 

(UNAUDITED) 
($ IN THOUSANDS) 

........................................................................................................ Casino.. 

........................................................................................................ Rooms.. 
....................................................................................... Food and Beverage 

........................................................................................................... Other. 
........................................................................................... Total Revenue.. 

.................................................................... Less: Promotional Allowances 
.............................................................................................. Net Revenue. 

Costs and Expenses: 
.......................................................................... Cost of Goods and Services 

............................................................ Selling, General, and Administrative 
.................................................................. Provision for Doubtful Accounts 

Total Costs and Expenses .......................................................................... 

..................................................................................... Gross Operating Profit 

................................................................... Depreciation and Amortization.. 
Charges from Affiliates Other than Interest: 

............................................................. Management Fees. 
...................................................................... Other NOTE 3 

........................................................................ Income (Loss) from Operations 

Other Income (Expenses): 
.................................. Interest (Expense) - Affiliates NOTE 8 

....................................................................... Interest (Expense) - External 
Investment Alternative Tax and Related Income (Expense) - Net .................. 
Nonoperating Income (Expense) - Net ................... NOTE 11 

................................................................. Total Other Income (Expenses) 

ome (Loss) Before Income Taxes and Extraordinary Items ................ ...... 
vision (Credit) for Income Taxes ................................ ... .. 

ome (Loss) Before Extraordinary Items ....................................................... 
xtraordinary Item (Net of Income Taxes - 

............................................................... 1. 

The accompanymg notes are an integral pan of the financial statements. 
Valid comparisons cannot be made without using information contained in the Notes 



TRADWG NAME OF LICENSEE: ATLANTIC CITY SHOWBOAT, LNC. 

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY 
FOR THE TWELVE MONTHS ENDED DECEMBER 3 1,2003 AND THE NINE MONTHS ENDED SEP'IEMBER 30,2004 

(UNAUDITED) 
($ IN THOUSANDS) 

alance, December 31, 2002 ............................. 

Net Income (Loss) - 2003 ............................. 
Contrihution to Paid-in-Capital ...................... 

alance, December 31, 2003 ............................ 

............................. Net Income (Loss) - 2004 
.............. Contribution to Paid-in -Capital .... 

Diviclcnds ............................ 
. . . . . . . . . . . . . . . . .  Prior Period Adjnstmcnts.. 

1999 Incoriie Tax Adjtlstment 

The accompanying notes are an integral part of the financial statements. 
Valid conpwisons cannot he made without using information contained in the Notes. 
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TRADING NAME OF LICENSEE: ATLANTIC CITY SHOWBOAT, INC. 

STATEMENTS OF CASH FLOWS 
FOR THE NINE MONTHS ENDED SEPTEMBER 30,2004 AND 2003 

(UNAUDITED) 
($ I N  THOUSANDS) 

................... NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES. 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Purchase of Short-Term Investment Securities .................................................... 

.............................. roceeds from the Sale of Short-Tenn Investment Securities 
........................................................ Cash OuMows for Property and Equipment 

from Disposition of Property and Equipment .................................... 
of Casino Reinvcstment Obligations .................................................... 

............................. of Other Investments and LoansIAdvances made 
&om Disposal of Investments and Collection 

......................................................... and Long-Term Receivables 
....................................................... Cash Outflows to Acquire Business Entities ........... ................ 

....... ;:::;:::;:;$@$%; ................................. ..... .:.:.:... .:.:.:.-: . ...: .................... .......... ....... gp:::::: ................................. .:.:.:.:... . .:.::::.: ........... ..... ,:,:..: :l!p ................................................. ,iii5;:~ ,:p:i-: Net Cash Provided (Used) By Investing Activities 
........... .....;........ ..................... ...................... .......... W 

.............................................. 
.................................................................... 

.............................................. Cash Proceeds from Issuance of Long-Term Debt 
s of Issuing Debt .......................................................................................... 

.................................................................... to Settle Long-Term Debt 
............................... 

................................................................................ 
.................................................. ............ ................... ...... .. ....zg ::::::::: ................................... . . . . . . . . . .  ........................ .................. :....... . : . : . : : : ~ . ~ ~ ~ ~ ~ ~  ................................... 

................. 
...... 
$ Net Cash Provided (Used) By Financing Activities ................................................ 
...................... ................ : ,,:.. ..::. .:.... ................... ........... : .... ...... 

:.ii-i.$$':::'? Net Increase (Decrease) in Cash and Cash Equivalents ....................................... . . .  

$5 Cash and Cash Equrvalents at Bepnn~ng of Per~od li 
25 Cash and Cash Equivalents at End of lJenod 

The accompanying notes are an integrai part of the fmancial statements 
Valid comparisons cannot be made without using information contained in the Notes 

CASH PAID DbTDLTG PERIOD FOR 
37 Interest (Net of Amount Cap~talized) 
28 , Income Taxes . $ 1,664 $ - 

$ 43,041 $ 55,541 



TRADING NAME OF LICENSEE: ATLANTIC CITY SHOWBOAT, INC. 

STATEMENTS OF CASH FLOWS 
FOR THE NINE MONTHS ENDED SEPTEMBER 30,2004 AND 2003 

' 8  (UNAUDITED) 

($ IN THOUSANDS) 

NET CASH FLOWS FROM ING ACTIVITIES: 

................................... 

Net Income (Loss) ...................................................................................... 
Noncash Items Included in Income and Cash Items 

Excluded from Income: 
Depreciation and Amortization of Property and Equipment .................. 
Amortization of Other Assets ........ .,.,! .L. ............................................... 
Amortization of Debt Discount or Premium .......................................... 
Deferred Income Taxes - Current .......................................................... 
Deferred Income Taxes - Noncurrent .................................................... 
(Gain) Loss on Disposition of Property and Equipment ........................ 
(Gain) Loss on Casino Reinvestment Obligations .................................. 
(Gain) Loss from Other Investment Activities ...................................... 
Net (Increase) Decrease in Receivables and Patrons' 

................................................................................................ Checks 
.................................................. Net (Increase) Decrease in Inventories 

Net (Increase) Decrease in Other Current Assets ................................. 
Net (Increase) Decrease in Other Assets .............................................. 
Net Increase (Decrease) in Accounts Payable ....................................... 
Net Increase (Decrease) in O h  Current Liabilities 

.................................................................................. Excluding Debt 
Net Increase (Decrease) in Other Noncurrent Liabilities 

................................................................................... Excluding Debt 
Net (Increase) Decrease in Invest.. Advances, and Receivables ........... 

Page 2 of 2 

The accompanying notes are an inregral pan of the financial statements. 
Valid comparisons cannot be made witllout using information contained in the Notes 

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION 

35,222 

35,222 

$ 73,923 

S; 73,923 

$ 

S; 

s 

S; 



TRADPJG NAME OF LICENSEE: ATLANTIC CITY SHOWBOAT 

SCHEDULE OF PROMOTIONAL 
EXPENSES AND ALLOWANCES 

($ IN THOUSANDS) 

FOR THE NINE MONTHS ENDED SEPTEMBER 30,2004 

FOR THE THREE MONTHS ENDED SEPTEMBER 30,2004 

*Included in the other Promotional Expenses is the cost of Cigarette and Cigar complimentaries in the amount of $306,000. 
*No other individual complimentary service or item within the "Other" category exceeds 5% of that column's total. 



ATLANTIC CITY SHOWBOAT, INC. 
Notes to Financial Statements 

(Dollars In Thousands) 

(1) ORGANIZATION AND BASIS OF PRESENTATION 

Atlantic City Showboat, Inc. (the "Company"), is a wholly-owned subsidiary of Ocean Showboat, 
Inc.(OSI), which is a wholly-owned subsidiary of Showboat, Inc. ("SBO"). SBO is a wholly owned 
subsidiary of  Harrah's' Operating Company, Inc. ("HOC"), which is a direct wholly owned subsidiary of 
Harrah's Entertainment, Jnc, ("Harrah's"). OSI was incorporated in 1983 and is a holding company with its 
principal assets being investments in the Company. The Company conducts casino gaming, operations and 
operates full supportive services of hotel, restaurant, bar and convention facilities at the Showboat Hotel 
and Casino in Atlantic City, New Jersey ("Atlantic City Showboat"). On June 1, 1998, Harrah's, a Delaware 
corporation, purchased SBO and its subsidiaries. 

The Company is licensed to operate the facility by the New Jersey Control Commission (the "CCC") and is 
subject to rules and regulations 'established by the CCC. The Company's license is subject to renewal every 
four years with the current license expiring April 2008. 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Allowance for Doubtful Accounts 

The Company reserves an estimated amount for receivables that may not be collected. The methodology 
for estimating the allowance includes using specific reserves and applying various percentages to aged 
receivables. Historical collection rates are considered, as are customer relationships, in determining 
specific allowances. As with many estimates, management must make judgments about potential actions 
by third parties in establishing and evaluating the allowance for bad debts. 

Inventories 

Inventories, which consist primarily of food, beverage and operating supplies, are stated at the lower of 
average cost or market value. 

Land, Buildings and Equi~ment  

Land, buildings, and equipment additions are stated at cost, including capitalized interest on intercompany 
funds used to finance construction calculated at Harrah's overall weighted-average borrowing rate of 
interest. 

Depreciation is provided using the straight-line method over the shorter of the estimated useful life of the 
asset or the related lease term, as follows: 

Land improvements 
Buildings and improvements 
Furniture, fixtures and equipment 

12 years 
30 to 40 years 
3 to 12 years 



ATLANTIC CITY SHOWBOAT, INC. 
Notes to Financial Statements 

(Dollars In Thousands) 1 / 
/ I  

Land. Buildines and Equipment (Cont.) 

With the January 1, 2002 adoption of Statement of Financial Accounting Standards ("SFAS") No. 144, 
Accounting for the Impairment or Disposal of Long-Lived Assets, the Company reviews the carrying 
value of land, buildings and equipment for impairment whenever events and circumstances indicate that 
the carrying value of an asset may not be recoverable from the estimated future cash flows expected to 
result from its use and eventual disposition. W e n  undiscounted expected future cash flows are less than 
the carrying value, an, Wairment loss is recognized equal to an amount by which the carrying value 
exceeds the fair vqlue of the asset. The factors considered by the Company in performing this assessment 
include current operating results, trends and prospects, as well as the effxt  of obsolesbence, demand, 
competition and other economic factors. 

Deferred F i n a n c i n ~  Cost 

Costs associated with the issuaae of debt have been deferred and are being amortized to interest expense 
over the life of the related indebtedness using the effective interest method (Note 5). 

Financial Instruments  

The carrying amount of cash equivalents, receivables snd all curreid liabilities approximates fair value due 
to their short-term nature. The fair value of a financial instrument is the amount at which the instrument 
could be exchanged in a current transaction between willing parties. After giving effect to their allowances, 
the Casino Reinvestment Development Authority (CRDA) bonds and deposits approximately indicate their 
fair value based upon their below market interest rates. The carrying amount of long-term debt is estimated 
to approximate its fair value as the stated rates approximate current rates. 

Revenue Recognition 

Casino revenues consist of net gaming wins. Food and beverage and rooms revenues include the aggregate 
amounts generated by those departments. 

Promotional Allowances 

Gross revenues include the retail value of complimentary food, beverage, theater and hotel senices 
funshed to patrons. The retail value of these promotional allowances is deducted to arrive at net revenues. 
Recent accounting pronouncements on promotional allowances have been expanded to include cash rebates. 
The estimated cost of providing complimentary services and cash rebates to customers for the nine months 
ended September 30,2004 and 2003, respectively, were as follows: 

Food and Beverage 
Rooms 
Other 
Bus Program Cash 
Other Cash Complimentaries 



ATLANTIC CITY SHOWBOAT, INC. 
Notes to Financial Statements 

(Dollars In Thousands) 

Income Taxes 

The Company is included in the consolidated federal and unitary state tax returns of Harrah's. The 
provision for federal income taxes is computed based on the statutory federal rate as if the Company had 
filed a separate income tax return. The provision for state taxes is based on the Company's share of 
Harrah's unitary New Jersey tax obligation. 

Deferred income taxes reflect the net tax effects of temporary difference between the carrying amounts of 
assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. 

Omission of Disclosures 

In accordance with the Financial Reporting guidelines provided by the Casino Control Commission (the 
"CCC"), the Company has elected not to include certain disclosures, which have not significantly changed 
since filing the most recent Quarterly Report. Accordingly, the following disclosures have been omitted: 
Future Lease Obligations and certain Income Tax disclosures. 

Casino Licensing 

The Company is licensed to oaerate the facility by the New Jersey Casino Control Commissioh (the "CCC') 
and is subject to rules and regulations established by the CCC. The Company's license is subject to renewal 
every four years with the current licensing expiring in April 2008. 

Use of Estimates 

The preparation of financial statements in conformity wlth accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and the amounts of revenues and expenses during the reporting period. Actual results could 
differ from those estimates. 

Reclassification 

Certain prior yea  amounts have been reclassified to conform to the current year presentation. 

(3) RELATED PARTY TRANSACTIONS 

The Company participates with HOC and its other subsidiaries in marketing, purchasing, insurance, 
employee benefit and other programs that are defined and negotiated by HOC on a consolidated basis. The 
Company believes that participating in these consolidated programs is beneficial in comparison to the terms 
for similar programs that it could negotiate on a stand-alone basis. 

Certain of the more significant intercompany relationships between the Company and HOC are discussed in 
this footnote. 

Cash Activity with HOC and Affiliates 

The Company transfers cash in excess of its operating needs to HOC on a daily basis. Cash transfers 
from HOC to the Company are also made based upon the needs to the Company to fund daily operations, 
including accounts payable and payroll, as well as capital expenditures. In addition, the Company 
transfers cash to HOC to reimburse HOC for payroll costs of certain HOC employees who provide 
services to the Company. No interest is earned on the amount shown as due from affiliates, net, in the 
accompanying financial statements. 



ATLANTIC CITY SHOWBOAT, INC. 
Notes to Financial Statements 

(Dollars In Thousands) 

FtELATED PARTY TRANSACTIONS (Cont.1 

Administrative and Other Services 

The Company is charged a fee by HOC for administrative and other services (including consulting, legal, 
marketing, information technology, accounting and insurance). The Company was charged approximately 
$5,073and 4,468 respectively for these services for the nine months ended September 30, 2004 and 2003. 
These fees are included jn Charges from Affiliates Other than Interest in the statement of lincome. 

Rental ~ g r e e m e h  j I 

The Company leases 10Y2 acres of Boardwalk property in Atlantic City, New Jersey for a term ending in 
2082 from an affiliate. Annual rent payments, which are payable monthly are adjusted annually based 
upon changes in the Consumer Price Index. The Company is responsible for taxes, assessments, 
insurance and utilities. Fent expense under this lease for the nine months ended 
September 30, 2004 and 2003 was $7,842 and $7,734 respectively. 

(4) PREPAID EXPENSES AND OTHER CURRENT ASSETS 

As of September 2004 and 2003, Prepaid Expenses and Other Current Assets consisted of the following: 

Prepaid Slot License 
Prepaid Insurance 
Deposits 
Prepaid Advertising 
Prepaid ContractsIUtilities 

Prepaid Income Taxes 

Other 

(5) INVESTMENTS, ANDVANCES AND RECEIVABLES 

As of September 30,2004 and 2003, Investments, Advances and Receivables consisted of the following: 

CRDA Deposits (Note 12) $21,411 17,563 
CRDA Bonds (Note 12) 16.377 15,576 

37,787 33.139 
Less: Valuation Allowance on CRDA 
Investments ( I  1.654) (9,904) 
CRDA Investments, Net 26,134 23,235 

Due From Affiliates 



ATLANTIC CITY SHOWBOAT, INC. 
Notes to Financial Statements 

(Dollars In Thousands) 

INVESTMENTS, ANDVANCES AND RECEIVABLES (Cont.) 

Due From Affiliates consisted of the following: 

HARRAH ' S $1,432,454 $1,307352 
Harrah's Atlantic City 61 6 1 
Showboat Indiana 14 14 
Harrah's Lake Tahoe 19 19 
Harrah's Joliet 8 8 
Harrah's Ak-Chin 291 29 1 
Harrah's North Kansas City 37 - 3 2 - 

(6) LAND, BUILDINGS AND EOUIPMENT 

As of September 30, 2004 and 2003, Land, Building and Equipment consisted of the following: 

Land and Land Improvements $19,347 $19,144 
Building and Improvements 436,620 420,805 
Furniture, Fixtures and Equipment 209,206 203,350 
Construction in Progress 8,235 18,596 
Other property and equipment 490 490 

673,898 662,385 
Less-accumulated depreciation and 
amortization (301,397) (298.61 8) 

(7) OTHER ACCRUED EXPENSES 

As of June 30,2004 and 2003, Other Accrued Expenses consisted of the following: 

Salaries and Wazes $8,014 $7,782 
Taxes, Other Than Taxes on Income 2,306 1,507 
Accrued Advertising and Promotion 2,209 3,750 
Accrued Interest 4,782 4,782 
Other 4.788 7-Oo(J 

$ 2 2 ~ ~  $24.821 



ATLANTIC CITY SHOWBOAT, INC. 
Notes to Financial Statements 

(Dollars In Thousands) 

(8) LONGTERM DEBT 

AMENDED [a* 
On May 18, 1993, SBO issued $275,000 of 9 % %First Mortgage Bonds due 2008 ("9 % %Bondsm) and 
subsequently loaned approximately $215,000 of the proceeds to the Company evidenced by an 
intercompany note with terms and conditions consistent with those of the 9% %Bonds. Subsequent to the 
acquisition of SBO by Harrah's on June 1, 1998, Harrah's completed tender offers and consent 
solicitations for SBO's 9% %Bonds. As a result of the receipt of the requisite consents, Harrah's 
eliminated or modified substantially all of the negative covenants, certain events of default and made 
other changes to the respective indentures governing the 9 % % Bonds. 

On January 15, 1999, the Company entered into a $500,000 intercompany promissory note with HOC. 
The debt terms are consistent pith the provisions of third party credit agreements arranged by HOC. The 
intercompany note is due on January 15, 2009 and is secured by the assets of the Company. Interest is 
payable semiannually at a rate of 7% 7%. 

On March 12, 2003 both the 9 % 7md 7 '/2 % Promissory Notes were assigned by their respective holders 
to Harrah's Entertainment Limited. The terms and amounts of the ciebt were not affected by this 
assignment. The only notable change is that interest will be paid monthly instead of semiannually. 
Interest payments related to long-term debt are included in the Amounts Due to Affiliates. 

(9) OTHER LIABILITIES 

As of September 30,2004 and 2003, Other Liabilities consisted of the following: 

2004 - 
Due to Affiliates, Long-Term $1,045,726 
Other 165 

$1 :045:891 

Due To AMiliates, Long Term consisted of the following: 
2004 

HARRAH ' S $619,490 
SBO 409,450 
Harrah's Las Vegas 6,437 
Harrah's Reno 2 1 

Harrah's Tunica 11 
Harvey's Tahoe 
Harrah's Laughlin 
Rio Las Vegas 
OSI 
Harrah's Atlantic City 
Showboat Operating Company 



ATLANTIC CITY SHOWBOAT, INC. 
Notes to Financial Statements 

(Dollars In Thousands) 

(10) LEASES 

The Company has operating leases for office space, office equipment, and slot machines, which expire 
on various dates through 2008. Rental expense included in the accompanying statement of income for the 
nine months ended September 30, 2004 and 2003 was approximately $3,007 and $4,081, respectively. 

(1 1) NON-OPERATING INCOMEIEXPENSE) 

For the nine months ended September 30, 2004 and 2003, Non-Operating Income (Expense) consisted of 
the following: 

Interest Income $606 $723 
Preopening/Demolition Expense (232) - 0 
GainILoss on Asset Sales (359) 0 

$15 s2i 
(12) COMMITMENTS AND CONTINGENCIES 

License Renewal 

During January 2001, the CCC renewed the Company's license to operate its casino hotel complex in 
Atlantic City. A casino license is not transferable and must be renewed every four years by filing an 
application, which must be acted upon by the CCC no later than 30 days prior to the expiration of the 
license then in force. 

Litigation 

The Company is involved in various claims and legal actions arising in the ordinary course of business. In 
the opinion of management, these matters will not have a material effect on the Company's financial 
position or results of operations. 

CRDA Investment Obligation 

The New Jersey Casino Control Act provides, among other things, for an assessment of licenses equal to 
1.25% of their gross gaming revenues in lieu of an investment alternative tax equal to 2.5% of gross gaming 
revenues. The Company may satisfy this investment obligation by investing in qualified eligible direct 
investments, by making qualified contributions or by depositing funds with the CRDA. Funds deposited 
with the CRDA may be used to purchase bonds designated by the CRDA or, under certain circumstances, 
may be used to purchase bonds designated by the CRDA in exchange for credits against future CRDA 
investment obligations. CRDA bonds have terms up to 50 years and bear interest at below market rate. The 
Company includes CRDA investment bonds and funds on deposit in deferred charges and other non-current 
assets in the accompanying balance sheets. The Company records charges to operations to reflect the 
estimated net realizable vaiue of its CRDA investmenr obligations. 



ATLANTIC CITY SHOWBOAT, INC. .. Notes to Financial Statements I I  

(Dollars In Thousands) 1 1  

1 1  
CRDA Investment Obligation (Cont.) 

Deposits with 'the CRDA bear interest at two-thirds of market rates resulting in a current value lower than 
cost. As more fully disclosed in Note 5, at September 30, 2004 and 2003, Investments, Advances, and 
Receivables include $26,134 and $23,235 respectively, representing the Company's bond purchases and 
deposits with the CRDA, net of the valuation ,allowance. The carrying value of these deposits, net of the 
valuation allowance, a p p r q w t e s  fair value. 

, , ) , I  

In December 1999; the CRDA approved a credit exchange agreement between the ~ o r n ~ & ~  and Harrah's 
Atlantic City ("HAC", a wholly-owned subsidiary of HOC). The credit exchange agreeme& resulted in the 
Company exchanging approximately $4,628 of its Atlantic City Housing current obligations for 
approximately $4,628 of HAC's South Jersey future obligations. The remaining balance of the Swap was 
approximately $0 and $0 at September 30,2004 and 2003 

8 # 




